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PROCEEDI NGS
9:34 a.m

MR. WLSON: Wl cone and good nor ni ng.
I"'mJeff Wlson with the dimte Change Program
Thi s workshop is to discuss the proposed
regul ati ons on the approval of technica
assi stance providers and certifiers for the
participants in the California Climte Action
Regi stry.

The workshop is part of a regulatory
process that will fornalize the qualifications and
approval of service providers. The purpose of the
wor kshop is to take questions and coments on the
proposed regul ati ons.

And since we have such a small audi ence
here perhaps we could just go around and do sone
introductions. As | say, I'mJeff Wlson with the
Cl i mat e Change Program

M5. WLLIAMS: Jennifer WIIians.

M5. DeCARLO  Lisa DeCarlo; |I'm Staff
Counsel for the Energy Conmi ssion

MS. CAMP. Robyn Canp with the
California Climte Action Registry.

DR LEV-ON: |I'mMriamLev-On, a

private consultant representing BP

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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MR WLSON. Ckay. We'll just start off
with an introduction into the California Cinmate
Action Registry. So, Robyn, you have a
presentation here; we'll just start off with
yours.

MS. CAMP. So today, as current preface
to tal king about the CEC s role I'd like to give
an overvi ew of the Registry so you can understand
how the CEC s rul enaking affects and relates to
the California Climate Action Registry.

The California Climte Action Registry,
or the Registry, is a nonprofit organization that
was created by legislation. The Registry was set
up to hel p conpani es and organi zati ons establish
greenhouse gas emni ssions inventories and baselines
agai nst which any future greenhouse gas enission
reducti on requirements may be appli ed.

Al so the Registry is designed to
encourage voluntary actions to both increase
energy efficiency as well as decrease eni ssions of
gr eenhouse gases.

The Registry was created as a busi ness
initiative and several pieces of |egislation were
involved inits formation. Prinmarily Senate Bil

1771. The Registry began operations in Septenber

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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of 2001 and | aunched its programofficially in
Cct ober of 2002 with 22 charter nenmbers. As of
t oday, May 2004, we have 43 nmenbers.

The Regi stry's program consi sts of
several tools to hel p organizations that
participate in the Registry to report their
greenhouse gas emissions in a standardized
fashion. And these consist of a general reporting
protocol that is based on the greenhouse gas
protocol, an international docunent quickly
becom ng the standard that has been and is
devel oped by the World Busi ness Council for
Sust ai nabl e Devel oprent and the World Resources
Institute.

The general reporting protocol specifies
what shoul d be reported; how the emi ssions should
be quantified; how an em ssions report should be
conpl eted and subnmitted to the Registry.
Addi ti onal guidance to help standardi ze reporting
of greenhouse gases is contained -- and is being
devel oped in the context of industry-specific
reporting protocols.

To date efforts are underway to have
protocols for the forestry sector, as well as the

electric power and utility sector. And we're also

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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wor ki ng or thinking about devel opi ng gui dance for
the oil and gas sector

In addition, we have a certification
protocol that will -- that is witten for
certifiers and is intended to provide gui dance and
standardi ze the Registry's expectations for their
efforts and what they're to acconplish. Basically
to review the emi ssions reports and make sure that
they neet the requirenments of the genera
reporting protocol

The | ast piece of the Registry's
reporting tool portfolio is CARROI, or the Cimte
Action Registry Reporting Online Tool. And this
is a web-based software through which al
partici pants nmust report their em ssions and
participants can also use it to help them
calculate their emssions if they so desire.

Partici pants are asked to report for the
first three years all of their CO2 eni ssions. And
starting with the fourth year of reporting they
should report all of their enmissions for what are
called the six Kyoto gases. So including CQ2,
nmet hane, nitrous oxide, HFCs, PFCs and sul fur
hexafl uoride. What should be reported is all of

their indirect and direct em ssions from purchased

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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electricity, inported steam heating and cool i ng,
as well as fromtheir nobile sources, any
stationary combustion activities, any em ssions
from manufacturing processes and any fugitive
em ssi ons.

The Registry fromthe begi nning has --
the legislation that created the Registry also
defined roles for several state agencies to play
with the Registry. According to Senate Bill 1771
and 527 the California Energy Comni ssion or the
Resources Agency is to provide technical guidance
to the Registry for reporting; determning
nmetrics; and approving technical assistance
provi ders.

The Resources Agency, and | should
clarify that the CEC, the California Energy
Conmi ssion, was assigned within the Resources
Agency to play this role, is tasked with approving
certifiers and al so overseeing certification
activities. And lastly, to assist a third
legislatively required task is to assist with
public review of the Registry protocols.

In addition, other state agenci es have
been given responsibilities. The Air Resources

Board, per Assenbly Bill 1493, is to help the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Regi stry devel op gui dance for greenhouse gas

em ssions fromnobile sources. And the California
Department of Forestry and Fire Prevention, under
Senate Bill 812, is to hel p guidance for reporting
gr eenhouse gas emi ssion reduction projects with an
enphasis on California forests and the
conservati on nmanagenent practices that go with
California forests specifically.

There are many voluntary greenhouse gas
reporting initiatives going on in the United
States today. What is unique about the California
Registry is the conbination of a list of the next
several things which I'"'mgoing to nention. W're
the only voluntary Registry that requires all of
t hese aspects.

That it's an annual em ssions inventory
of either all of the California emssions or al
of the national em ssions. That we required both
direct and indirect em ssions be reported. That
t here are met hodol ogi es that are rigorous and
defensi ble. That we require third-party
certification. That we have an online reporting
tool. And also as a result of these elenents
being i ncluded, the State of California has

prom sed to use its best efforts to nake sure that

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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the data reported to the Registry receives
appropriate consideration in any future regul atory
schene.

And then lastly, our participants, in
addition to reporting what is required, can al so
conpl ement their required reporting with
i nformati on that highlights some of the other
activities they're doing, including maybe
producti on goals or prograns, other elenents that
explain exactly what their enissions activities
are.

Many reasons for joining the Registry,
not the | east of which are through reporting
participants identify what their em ssions are;
and can identify some inefficiencies and begin to
manage those. By participating in a voluntary
program partici pants show environnenta
| eadershi p. They al so can establish a baseline
whi ch can be protected in the future. And also in
a wave of grow ng sharehol der concern about
conpani es not managing their risk that nmay cone
fromglobal warm ng, reporting to the Registry is
a way of addressing sharehol der concerns. Many
ot her reasons.

So, participants join the Registry;

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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conmit to calculate and report their enissions.
Al so agree to certify their em ssions, have them
certified by a third party.

For the purposes of the Registry's
program what is certification? Well, it's an
i ndependent review of reported em ssions. And we
think it's inportant because it insures that the
em ssions that are reported adhere to the
requi renents of the program and achieve at |east a
m ni mum qual ity standard, at |east 95 percent
accuracy.

Who can establish, who can performthis
service? Conpanies that are approved by both the
CEC and the Registry.

And what are certifiers, what are these
third-party organi zations | ooking for, in addition
-- when they're reviewing for the standards? They
are | ooking for conmpl eteness and to insure that
all the sources are included, all the significant
sources are included. They' re |ooking to make
sure that the em ssions report is consistent.

That the neasurenment and the cal cul ation
nmet hodol ogi es that are used can be conpared --
t hat conpani es' perfornmance can be conpared from

year to year.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Conparability, that conpani es eni ssions,
total em ssions reported can be conpared from one
conpany to another. Accuracy, they're |ooking to
insure that the math works out; that there is
m nimal error in either measurenent or reporting.
And al so transparency. They're looking to insure
that the cal culations that were used can be
repeat ed by sonmebody besides the participant.

As | nentioned, it's a mnimumaquality
standard is at |east 95 percent accuracy. And if
the em ssions that are reported do not neet the
standard, then they're not certifiable.

We al so ask certifiers to use their best
prof essi onal judgments in naking -- in review ng
reports and assessing if they comply with the
Regi stry's requirenents and the state's
requi renents.

So, just a brief overview of the
Regi stry's program and how certification factors,
and if there are any nore questions, (inaudible).

MR WLSON. Ckay, thank you, Robyn
Al right, let's see here. 1'll sinply be going
t hrough the regul ations, the high points of the
regul ations step by step. And if, Mriam you

have any questions please just junp in and ask.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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["1l just quickly nention Senate Bil
527 and an overview of the qualification process.
Robyn has al ready tal ked about this. Senate Bil
527 in section 42870 requires the Commission to
devel op a process to qualify technical assistance
providers, TAs, and certifiers.

During certification the Comm ssion is
to occasionally and random y acconpany the
certifiers to Registry participant sites.

Senate Bill 527 goes on to say that the
qualification process that the Conmssion is to
devel op mi ni num capabilities required of the
service providers to publicize an application
process; to evaluate the applicants against the
m ni mum capabilities; and recomend qualified
firnmse to the Registry.

The Conmission is also to periodically
update the list of service providers by review ng
the current |ist of service providers; review new
applicants; and reconmend to the Registry to add
or delete firms.

The qualification process. W wll,
that is the Conmission will issue a request for
applications, an RFA. And firns will submt an

application in response to the RFA. The

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Conmi ssion will put together an eval uation
commttee and the evaluation conmttee will either
approve or deny an application.

At that point the Commssion will send
the Iist of nanes of firms that have been state
approved to the Registry. And the Registry wl|l
provide training classes. After passing the
training class, the Registry training class, the
approved firns will be listed on the Registry's
website. And firms rmust renew approval after
t hree years.

So, I"'mjust going to start wal ki ng
t hrough the actual text of the regul ation,
starting with post-qualification -- the
application process and post-qualification
changes, that is article 4 and article 6.

Under article 4-2830 the applications
nmust be submitted in response to an RFA. And the
deadl i ne for submitting an application is no |ess
than 30 days after the RFA is issued.

Section 2831, the evaluation conmttee
wi Il consist of nenmbers fromthe Comm ssion
Regi stry and other state agencies. The applicant
nmust pass all of the pass/fail criteria and

achi eve a cumul ati ve score of 60 out of 90

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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possi bl e points. And the conmttee nay interview
applicants typically in situations where an
applicant is close to passing, but there is an
opportunity for an applicant to further clarify
their application. And the evaluation conmittee
may adj ust the score based on those interviews.

Section 2832, applications may be
rejected if they are inconplete or received after
the deadline; if they contain false or msleading
statenments; if the applicant does not use the
appropriate forns or is unsigned; if it contains
too nmuch confidential information, or in the case
of technical assistance provider, if they contain
any confidential information. O if the applicant
has a conflict of interest with the Comi ssion or
the Registry.

And this would be a rejection of the
application before it goes to the eval uation
conmttee. This way it screens applicants that
are inconplete.

Section 2834, the Commi ssion wll
notify --

DR. LEV-ON:  You skipped the 2833,
nodi fying an application. |Is this just -- the

i ssue here is just notification, or does the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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13
applicant have recourse if they are notified that
they are not acceptable because of the committee's
review? |s there any recourse process in place?

MR. WLSON: There is recourse after it
goes through the evaluation conmittee. However,
if an application is rejected, that is before it
even gets to the application conmttee because
it's inconplete or it's received after the
deadl i ne, there's no dispute process.

DR. LEV-ON:  Yeah, |I'mnot talking about
the recei ved-after-the-deadline, but especially as
we go later on into the issue of conflict of
interest, if there is a dispute about --

VR WLSON:  Yes.

DR LEV-ON:  -- the conflict of
interest. So nmaybe we can leave it to |ater when
we get to discuss that.

MR WLSON: Yes, yes. There is a
section that covers that.

DR LEV-ON:  Ckay.

MR WLSON:. Ckay. Section 2834,
Conmission will notify applicants of results 30
days after the submi ssion date or ten days after
receiving conflict of information -- pardon ne,

conflict of interest information, whichever is

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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later.

A failing applicant may appeal to the
eval uation committee and the Conmi ssion's
Transportation Conmttee. All applications becone
property of the state and becomes public record
except for confidential material

And an applicant may request
confidentiality pursuant to the standard
confidentiality regs that the Comission has in
pl ace.

In article 6, section 2850, the
certifier may add or delete staff at any tine.
The certifier cannot fall bel ow m ni mum staffing
| evel s. Section 2851, the approval expires after
three years. The Registry service provider mnust
reapply to mmintain approval.

Section 2852, --

DR LEV-ON: Excuse ne, the renewal
approval applies only to the Registry service
provider, or it applies also to certifiers?

MR WLSON. The term service provider
applies to both the technical assistance and
certifiers.

DR LEV-ON.  Ckay.

MR WLSON: So it's a general termthat

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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covers bot h.

Section 2852, the Conmi ssion may rescind
approval if a service provider is no |onger
qualified due to staffing or other criteria. |If
the service provider has not conplied with the
Regi stry certification policies -- so in this case
it would just apply to the certifier obviously --
or has not complied with the Comm ssion conflict
of interest provisions.

The Conmi ssion may al so resci nd approva
of a certifier -- a service provider if that
service provider is guilty of gross negligence,
negl ect of duty, msrepresentation or fraud,
felony or a m sdeneanor involving certification on
noral turpitude.

Secti on 2853, the Commi ssion shal
informthe certifier and Registry participant of
its intent to make site visits. Prior to a site
visit a participant shall provide any infornmation
provided to the certifier. During the site visit
partici pants shall provide docunentation
sufficient to ascertain one, whether the
partici pant has a program consistent with the
Regi stry protocols; and two, the reasonabl eness of

the data reported to the Registry.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Yes?

DR. LEV-ON: Can | ask a question here,
because what you said here is very short, but the
detail in the text of 2853 goes into great |ength
into specifics of what the Comm ssion m ght
require during a visit.

So ny first question is on 2853(B) where
it says the Conmmi ssion or the Comm ssion's
contractor. Wat are the qualifications of the
Conmmi ssion's contractor? How does one determn ne
that the Commission's contractor is, indeed,
qualified to undertake the task that they are
doi ng on behal f of the Conm ssion? Are they
subj ect to the sane requirenent as a service
provi der?

MR WLSON: No. The Conm ssion
contractor is not subject to the sane provisions
or the sane qualification process as a certifier
And the Commission's contractor nay fill in any
particular role that the Conm ssion deens
necessary to assist the Conmission in fulfilling
its duty under 527, SB-527.

DR. LEV-ON: Okay. The other item in
(B)(2), I"'msorry, --

MR WLSON: Um hum

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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DR. LEV-ON: -- there is specific
listing of a greenhouse gas managenent plan

MR WLSON:  Um hum

DR LEV-ON: Is the existence of a
greenhouse gas nanagenment plan a requiremnment
for --

MR WLSON:. It is not necessarily a
requi renent, but it would be docunentation that
woul d hel p the Conmi ssion determine if a
partici pant has a program consistent with Registry
pr ot ocol s.

DR LEV-ON: | understand this, but it
seens that by specifically listing all these
things here in the body of the rule as specific
requi renents, it adds on new requirenents that are
not in the original, either in the genera
protocol that the Registry has, which was
certifying, or to the intent, or to the | anguage
in the statute --

MR WLSON:  Um hum

DR LEV-ON: -- that authorized CEC to
do that. It's nore of a guidance to the CEC
onsite evaluator of the type of docunentation that
they would want to | ook at, the sane as it could

be guidance to certifiers.

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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Um hum

So, |'mwondering whet her

it belongs in the rule, itself, because it adds a
specific -- I'"'mnot an attorney, |I'mlooking --

MR WLSON: Right, right.

DR LEV-ON: -- at it as a technica
person. And you have your counsel there, so maybe
she can address that.

MR WLSON. Yes. Well, yes. Before we

go to Lisa perhaps what we need to do is |ook nore

closely at the | anguage and the listing of these

itens here are perhaps exanpl es of what the

Commi ssi on woul d | ook for

determ nati on of whether the participant

pr ogr am

DR LEV- ON

to, as | say, nake a

has a

And al so the reasonabl eness of the data.

Yeah, because by saying --

by prefacing the list with the sentences including

but not
t hat al
MR, W LSON
DR LEV-ON

t he requirenent for

t hi ngs mi ght also be required.

way of either

itself; putting it

PETERS SHORTHAND REPORTI NG CORPORATI ON
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appendi x. | don't know the | egal ese on how you do
it, but --

MR WLSON: Yes.

MS. DeCARLG Al right, we'll --

DR. LEV-ON:  -- not inply that --

MS. DeCARLO.  -- |ook at the | anguage.

There should be a sinple way to rephrase it.

Either leaving it in place but

front of it saying --

havi ng | anguage in

DR. LEV-ON: As an exanpl e.

Ms. DeCARLO -- that

if this stuff is

avai l able, if the conpany does have this

information then it should be provided. O the

Conmi ssion may request it. O

it

may be that we

need to renove the certain nonrequired informtion

and put that in another place.

DR LEV-ON. Because some of this is

good gui dance because the type of things that

you've listed is what you want to | ook at --

MS. DeCARLO. Right.

DR LEV-ON: -- in order to collect

enough information to be able to evaluate an

inventory. But I'mjust -- | don't want for us to

get into a position where you're creating new

obligations --

PETERS SHORTHAND REPORTI NG CORPORATI ON
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MS. DeCARLG Right, no, and
understand conpl etely that concern

MR WLSON: Yes. Very good point,

t hank you.

The last bullet here on the slide. |If
t he Conmi ssion determ nes that a participant does
not nmeet the requirenents then the Conm ssion
shall recommend to the Registry that the Registry
not certify the participant's data.

DR. LEV-ON: And that's, if |I may, Jeff,
this is exactly what bothered ne reading this
list. Because all of this list is not required;
and if you do not happen to have one of the itens
of the list, but otherwi se you have a perfectly
good em ssion inventory, then | can see it would
say that if you do not have a waste-in-place data,
item 10 here, or a waste landfilled information,

t hen your greenhouse gas em ssion inventory m ght

be deened invalid. And that's where the probl em

lies of the consequences of all this 13 itenms that
are listed, and what's inplied in item (Q

MR WLSON: Yes, thank you. That's a
good cat ch.

Al right. Moving along, qualifying as

a technical assistance provider. And I'IIl let --

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345
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okay, I'Il let Jennifer take over on this one.

MS. WLLIAVS: GOkay. According to
article 2, 2810, the technical assistance
application should contain a list or matrix of
qualified staff who will be performng the
services. And the qualifications should be
denonstrated through educati on or professiona
licenses, titles of previous work products or any
ot her relevant information, such as training or
certifications.

They should al so contain a |ist of any
judicial proceedings that have been filed agai nst
the firmw thin the previous five years. And al so
two sanpl es of work products perforned for a
client that represent the applicant's nastery of
one or nore of the key topics. O auditing
environnental responsibility or devel opi ng
greenhouse gas rel ated software.

And finally, the applications should not
contain any confidential information.

DR. LEV-ON: Could you clarify sonething
for me. There's two topics, the auditing
environnental responsibility or devel opi ng
greenhouse gas related software, is this a

requi renent for proficiency by the technica
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service provider?

O is it something in addition? Because
you say one or nmore -- item3, |I'msorry, under
item (A)(3) it says one or nore of the key topics
or the followi ng. But, you know, these two are
hi ghlighted in such a way that it seens that
that's the only two that you'd be focusing on, on
whet her an entity is qualified to be a technica
service provider.

M5. WLLIAVS: In front of that, though
we nention the key topics. And this was just an

attenpt to not repeat under every single section

the sane litany of ten or so -- | don't know how
many -- six various topic areas that we would be
| ooki ng at.

So in the definition section we had
defined key topics, under section 2801, to include
four other topic areas that the technica
assi stant could provide their work sanpl es show ng
expertise of.

DR. LEV-ON: But the key topics, the way
they are described in item(K) in the definitions
says, neans topics relevant to the certification
of greenhouse gas; doesn't mean key topics for

you know, because this specifically applies to
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M5. WLLIAMS: Right, --

DR. LEV-ON: -- not necessarily to
certifiers.

M5. WLLIAVS: No, but relevant to
certification nmeans that any key topics that wll
be used in the process of certify. | mean
techni cal assistants will be there to hel p assist.

DR LEV-ON: Technical assistance
provider, to ny understanding, does not assist the
certifiers. The technical assistance providers
assist the entity to develop an emi ssion inventory
and the set of qualifications of key topics that
they need to be famliar wth.

I s what you have listed here, utilizing
engi neering principles, estimating -- but those
are not just relevant to the certification. Those
are relevant to the actual devel opment of the
report, the greenhouse gas report.

MR WLSON: Yes, Mriam Again, good
catch. W should take a | ook at the definition of
key topics and if the | anguage that suggests that
key topics applies only to certification we need
to look at that again and make it nore general

DR. LEV-ON: Just as long as it's broad
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enough and says that relevant to technica
service, the provision of technical services,
whi ch you said earlier on includes both the
techni cal assistance and the certification

MR, WLSON: Service providers, yes.

DR. LEV-ON. Yeah, service providers.

MR WLSON: Um hum

M. WLLIAMS: Okay. Article 2, section
2811, the m nimumrequirenents for technica
assi stance providers is the applicant should have
at least two years of greenhouse gas or other air
em ssions-rel ated experience in utilizing
engi neering principles, estinmating greenhouse gas
em ssi ons, devel opi ng and eval uating air emi ssion
i nventories, auditing and accounting principles,
audi ting environnmental responsibility or
devel opi ng greenhouse gas rel ated software.

DR. LEV-ON: Is this new | anguage?
Because it wasn't in the |anguage of the draft
that | was analyzing that was on the web.

MS. DeCARLO Those are the key topics.

DR. LEV-ON. Yeah, those are, but they
are not listed in 2811.

MS. WLLIAMS: Yeah, it's |listed

differently in the regul ations.
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DR LEV-ON: Oh, so there's new
| anguage; so 2811 has changed?

M5. DeCARLO No, we do reference the
key topics.

DR. LEV-ON:  Yeah. ©Oh, okay, so she is
readi ng off the key topics --

MS. DeCARLO  Right.

M5. WLLIAVS: Right, we're just --
right, that's part of the key topics, yes.

DR. LEV-ON:  Ckay.

MS. WLLIAVS: Ckay.

MR WLSON:. Al right, that covers the
qualification process for technical assistants. |
just wanted to go back just a little bit, because,
Mriam you asked about if there was an
opportunity for an applicant to dispute an
eval uation by the evaluation conmttee. D d we
cover that?

DR LEV-ON: No. W said that we'l
cover it when you get to that -- you said that you
woul d cover it when you get to the section in the
presentation.

MR, WLSON: Yes. Actually, we zoomred
right by it, and let me see if we can find it.

(Parties speaking simultaneously.)
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DR. LEV-ON. There is sonmething on the
appeal of the term nation, that they certainly
provi de sone process.

MR WLSON: Yes, under 2834.

DR. LEV-ON:  And 2835, yeah.

MR WLSON: Um hum Under 2834 the
| anguage reads that the Conmi ssion shall notify
applicants of the results of the evaluation of
their applications by nail no later than 30
wor ki ng days after the deadline for subm ssion.
O in the case of applications for certifiers, ten
wor ki ng days after all of the conflict of interest
information is received, whichever is later. So
that's the notification of results of the
eval uati on.

And then in 2835 it goes on, the appea
of determination. |[|f an application receives a
failing score in the evaluation process, an
applicant may dispute the evaluation by first
filing an appeal with the evaluation comittee
within 30 days of receiving the results of the
eval uation. The appeal shall consist of witten
statements expl ai ning how t he application neets
the criteria and mni mum score required. The

eval uation committee shall grant or deny the
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appeal within ten working days.

If the applicant is not satisfied with
t he eval uation conmittee's response, the applicant
may file a subsequent appeal with the Comm ssion's
Transportation Conmittee within five days of the
eval uation conmmittee's determnation.

The Transportati on Cormmittee shall
consult with the Registry president and issue a
deci sion on the appeal wthin 30 working days of
recei pt of the appeal .

DR. LEV-ON. Yeah, so that lays out the
process.

MR WLSON: Right.

DR. LEV-ON. That's what | was | ooking
for, to see if there is a process that you can go
t hrough - -

VR WLSON:  Yes.

DR. LEV-ON: -- that is recognized.
Good.

MR, WLSON: Ckay.

DR. LEV-ON: This is all the applicant -
- the individual certifier or service provider has
to go through this. It has nothing to do with as
a Registry menber that wants to use the services

of the --
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MR WLSON: Correct.

DR. LEV-ON. -- of that applicant.

MR WLSON: Yes, yes. This would be
t he process the service provider would go through
if they wanted to appeal. And it would be before
the service provider would be listed as state and
Regi stry approved.

So it doesn't really inpact the Registry
partici pants.

DR. LEV-ON: Right. Okay.

MR WLSON:. Okay. Qualifying as a
certifier, article 3, section 2820. Any firmthat
certifies the Registry participants GHG i nventory
nust be state approved. The applications shal
contain financial statements fromthe previous
year. |If the financial statenent is in the nane
of a related entity they nust -- the applicant
nmust document the relationship. The application
shall contain a copy of an insurance policy for a
mni mumof $1 million for professional liability
i nsur ance.

The application shall also list the
designated staff and provide r,sums and staff
qualifications. A list of judicial proceedings

within the last five years. A mnimmof three
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wor k products produced within the last five years.
And these work products nay be confidential for
the certifier -- in the case of the certifier

Work products must denonstrate the
applicant's ability to organi ze and manage a team
The work products rmust be frommultiple industry
sectors for the general certifier; and fromthe
rel evant industry sector for industry-specific
certifier.

The application should provide at |east
one reference for each work product from a project
manager or equivalent. The application shal
contain a description of their anticipated
approach to certification including how the
applicant woul d scope and plan a certification.
How t hey woul d coordi nate with the Comm ssion and
the Registry. And how they anticipate conducting
certification services.

The application will include a
description of how staff know edge is updated.

And al so a denobnstration that the applicant has
policies and nechanisns in place to prevent
conflict of interest.

The prevention -- under section 2820,

the prevention of conflict of interest includes
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identification of the type of services offered by
the applicant; the custoners served; and the
| ocati ons where services are provided.

The applicant will also include an
organi zation chart that includes the applicant and
related entities and the services offered by each
And a specific identification of entities that
provi de inconpatible services, the managenent
structure and how profits are distributed.

Prevention of conflict of interest also
i ncl udes nmeasures that protect the applicant's
inmpartiality including comittees or structures
set up specifically for that purpose; steps taken
to mnimze risk to inpartiality; policies or
arrangenents that denonstrate independence;
procedures or records that denonstrate staff are
not involved in activities that m ght influence
them and any additional arrangenents or measures
that address or resolve conflict of interest.

Under section 2820, the applications
shal |l contain a signed declaration attesting to
the applicant's ability to performa case-by-case
eval uation of conflict of interest; and the
applicant's intent to conply with the Comm ssion's

conflict of interest process and requiremnents.
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The Conmi ssion nmay request additiona
i nformati on froman applicant or seek additiona
i nformati on from ot her persons regarding the
applicant's fitness for qualification during the
revi ew period.

Under section 2821 the m ni mum
requi renents for general certifiers include the
conpany has to exist, that is the applicant has to
have been in existence for at |east four years.
The applicant and related entities nust have a
conbi ned revenue of at least $4 mllion for the
prior year.

The applicant and team nmenbers must have
a mnimum of 15 designated staff; seven enpl oyed
by the applicant and not partners; no nore than
five staff may be individual subcontractors to the
applicant.

And pardon ne, | believe | msspoke in
that prior bullet when | said related entities,
and it should actually have been that the
appl i cant and partners, the m ni mum conbi ned
revenue of $4 mllion should be for the team the
applicant team which would include partners.

Section 2821, mnimumrequirenents for

general certifiers include that each designated

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

32
staff shall have greenhouse gas em ssions or air
em ssions rel ated experience and at | east one of
the foll ow ng:

So, each staff nust be able to utilize
engi neeri ng principles; have experience in
estimati ng GHG em ssions or devel opi ng an
eval uating air em ssions inventories; or auditing
and accounting principles; or know edge of
i nfornmati on managenent systens. And this is for
each designated staff.

Now, the mnimumrequirenents for
general certifiers, that is for each applicant,
shal | have greenhouse gas or other air em ssions
rel ated know edge in all of the follow ng: And
it's basically the sane list utilizing engineering
principles, estimating GHG em ssi ons, devel opi ng
and evaluating air enmi ssions inventories, auditing
and accounting principles, know edge of
i nfornati on managenent systens, as well as the
pur pose of the Registry and Registry protocols.

So the applicant nust have know edge in all of
t hese areas.
MR QUINN:. My | --
MR WLSON. Ckay, you have a question

Coul d you just use the nicrophone there so we
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could get it on record.

MR QUNN. M nanme is J. Patrick Quinn
And |'ve been attending neetings here since the
Energy Comm ssion was formed, for al nobst 25 years.

|'ve waited the better part of these 20-
sone years for this particular situation to cone
forth. M background is instrunentation

And | al so have a comment because |'m
attendi ng an | EEE school over at the Conventi on.
| wal ked here for the purpose of only making this
comment .

MR WLSON: Um hum

MR, QUINN: Having read these
requirenents | can only cone to one concl usion
after waiting for 20, 25 years. |Is that this is
constrained to those that can afford certain
equi pnment of instrumentation, of which | happen to
be an instrunmentation specialist, of which it
woul d cost nme $25- to $35-thousand at this nonent
intine.

And the only comnpani es or groups that
are qualified to do this are what we call energy
conmuni cati ons conpani es or energy service
conpani es which are conpani es that have been

organi zed over the last two and a half to four
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years by the various utility conpani es that have
been broken up and deregul at ed.

| don't see how a person such as ny size
could ever qualify for these prerequisites. It's
i mpossi bl e. Because |'ve starved to death for 30
years and | certainly can't afford to conpete
agai nst this situation.

So, I'd only like to make that conment.
| consider it very restrictive and not
conpetitive

MR WLSON: Yes.

MR, QU NN: Thank you.

MR WLSON: Thank you for your commrent.
And we do have provisions for partnering. So,

i ndi vidual s such as yourself, as well as
conpani es, snaller conpanies, nmay partner with
ot her conpanies to neet the mni mum

qual i fications.

MR QUINN. Well, I -- 1 would have to
bring in a much | arger organi zati on or becone a
part of that particular situation so that ny
al | eged expertise could ever surface to the top
And therefore |1've allegedly been put out of
busi ness, for all practical purposes, as an

i nstrumentati on specialist. Okay.
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So, and then with the specifications
that are being witten by certain nmenbers of the
Ener gy Comm ssion over the last three or four
years, it's for the very purpose of why |I've been
here for the past 25 years, is to nake sure that
the cost of doing business in the State of
California, on a mcro-climtic basis, does
require -- |I'mnot denying these prerequisites
what soever, |'mthe one that insisted and
chal l enged in 1980 the very fact that these
standards did not exist because of the |ack of
i nstrument ati on.

And here it is alnmost 25 years later and
we're just getting to the part of elimnating a
capability and a capacity that had a very
definitive requirenment 25 years ago. Wich, of
course, you're now admtting.

Thank you very much.

MR, WLSON:. Thank you for your comrent.

MR QUINN. | will mail this out, and
will answer this eventually. And |I'msorry.

(Laughter.)

MR WLSON: Ckay.

MR QUINN. | can't be three places at

once, and this nakes the fourth dinmension, and |I'm
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only a fifth di nension nman, so.

(Laughter.)

MR, WLSON: Ckay. Thank you. Yes.
Well, we do hope that individuals and snaller
conpani es do participate in this process. And, as
| say, that's why we allowed partnering. And
we'll get to that part soon.

MR QUINN: If I may nmake one ot her
st at ement .

MR WLSON:. M. Quinn

MR QUINN. Two years ago in Rancho
Mrage | attended the Energy 2002 Conference
sponsored by the General Services Administration
t he Federal Governnent. And | was thoroughly
briefed for three days, June 1st, 2nd and 3rd of
2002, as to the prerequisites of 2004 and beyond,
starting in March, April and May of this year
which is right on schedul e.

And | asked some of the people attending
there when was | going to have available certain
capabilities enbedded into systenms on a chip, or
what | called back in 1983, policy on a chip. So
that the degree of difficulty for 15 people would
not exi st because | could enbed it into a certain

set of chips.
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Everybody sitting on the staff could not
answer ny questions. And | have been designing
prototype chips since 1963. So what happens to
our experience and our talent? You can't answer
that question. But | bring wisdomto this table.

MR WLSON:  Um hum

MR QUINN. And I'mstill going back to
this meeting if | can get there, and this dam
thing will stop ringing.

(Laughter.)

MR, QUINN: Because |I'mjust a
practitioner that |earned to do these things as a
matter of survival. Now | wll shut up. Thank
you.

MR WLSON: Ckay, thank you.

DR. LEV-ON: | just wanted to clarify
that in all of this discussion that we were having
ri ght now, which was fascinating, but for
certification purposes there's no need for any
specific instrumentation, or for any neasuremnent,
per se. |It's nore to certify, to reviewthe
engi neering estimates and the assessnents that are
al ready done by the conpany that is providing the
report.

| just wanted this clear for the record.
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MR WLSON:. Yes, thank you

DR. LEV-ON:. That there's no presunption
that we need any special instrumentation, you
know, to be able to do the certification

MR WLSON: Yes, there is no
presunption of that requirenent, umhum Okay.

Section 2821, mnimumrequirenents for
general certifiers include at |east two years
experience in certification or verification of
greenhouse gas emni ssions or other air emn ssions
activities. Staff experience shall only be
consi dered as applicant experience if the staff
person was enpl oyed by the applicant when
perform ng the rel evant work.

Section 2822, mnimumrequirements for
i ndustry-specific certifiers shall include all of
the requirenents for the general certifier except
applicants will have a m ni mum conbi ned revenue of
at least $1 mllion and not $4 mllion. So that
woul d be applicants and partners.

And for the industry-specific certifiers
t he applicant shall have a m ni mum of seven
designated staff, five enployed by the applicant
and not partners, and no nore than two staff may

be i ndividual subcontractors to the applicant.
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Applicant shall enploy staff with
prof essional |icenses, know edge and experience in
the industry it seeks to certify.

Section 2823, partners are additiona
firms that may be used to meet the ninimm
requi renents for general or industry-specific
certifiers except for the requirenents of years in
exi stence and staff to be enployed solely by the
applicant.

The following firnms shall automatically
be deened partners: Firns enpl oyi ng desi gnated
staff or related entities that are used to
denonstrate experience; or related entities that
are relied upon to denonstrate financia
capability.

Partners shall separately submt the
i nfornmati on required of the applicant except for
proof of insurance, three work sanmples, a
description of anticipated approach and the cover
page.

Partners shall subnmit at |east one
sanpl e of work product. And the work product will
be consi dered when eval uating the sum of
experi ence provided by the applicant team Okay.

DR. LEV-ON: Can | ask a coupl e of
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guesti ons?

MR WLSON:. Yes.

DR LEV-ON: First of all, there are
currently -- there were sone rounds of requests of
applications and you have certain certifiers that
are listed there on the Registry.

What happens now? Are -- they would
have to resubnit follow ng these new rules? O
are they still going to be valid for the next
three years because their termof office -- or
terms of whatever their credentials were, for
t hree years?

MR WLSON: We will likely ask that
service providers that are currently listed
provide a letter indicating that the information
that they provided under previous RFAs is stil
current. If not current, they need to update the
i nformati on and then the Comm ssion will likely
evaluate -- I'mgoing to have to defer to the
attorney here, but I'Il just give you the process
as | envision it at this tine.

But, the Conmi ssion would | ook at the
information that's provided previously and
determne if that nmeets the current requirenents.

Since the regul ations are patterned after the
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previ ous request for applications, it is likely
that the service providers that are currently
listed with the Registry will neet the
requi renents, and therefore they will have a
m ni mum amount of effort and information that they
will need to provide to neet the regul ations.

DR. LEV-ON: So basically there is no
mat eri al new requirenents here fromthe service
providers in terns of the Ievel of insurance or
the years in business, the extent of their
revenue, you know, all these things are basically
the sane as you had before so you don't see any
obst acl e?

MR, WLSON: Correct.

DR. LEV-ON:  Provided that the
information is current and nmintaining the roster
of existing certifiers.

MR WLSON: Yes. Yes, correct. 1In the
previous rounds the criteria was not listed in
bl ack and white. W did not have the clarity that
we have in the regul ations, but basically it is
t he sane requirenents.

DR LEV-ON.  Ckay.

MR WLSON. Do you have anything to

say?
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MS. DeCARLG  No, | think you summed it
up fairly well. They won't automatically be
grandfathered in, but there's no substantia
deviation fromthe RFAs. W did base the
regul ati ons on the | anguage contained in the RFAs.

DR LEV-ON: Because there's sone
i nteresting conbinati ons here when you're talking
about certifiers that either have other entities
or are part of another entity, because there are
fairly large engineering consulting firms that are
setting up their own verification services, trying
to be at armis length fromthe engi neering
consul ting, but sometinmes drawi ng out of their
engi neering expertise in the engi neering
consulting in order to augnment their teams for
various audits and certifications.

So | think that that's what you're
trying to --

MR WLSON: Yes, exactly. And that's
what we ran into, the applicants for to act as
certifiers, their conpany structure was often
conpl ex, and they woul d draw upon ot her
subsi di ari es under their parent conmpany. And
t hese requirements evolved fromthat discovery of

how applicants were actually trying to build their
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t eans.

DR LEV-ON. Because it's also a new
practice, or a new expertise. There's been sone
expertise around in nanagenent systens audits, you
know, |ike (inaudible) 14001. And there's been a
| ot of accounting firms that have had experiences
in just auditing or attesting to the validity of
envi ronnent al reports.

But actually going through and
certifying greenhouse gas em ssions inventories, |
think it's a whole new creation, right? There's
not a lot of history, and then there are few that
| can think of that have done this for maybe three
or four years or thereabouts, naybe five years.

MR. WLSON: Yes, absolutely. | agree
with that. And | believe we are setting a
precedent here.

DR, LEV-ON: Umhum [I'Il ask you a
question that is totally out of this, of the State
of California issue. Have you been conmuni cating
with the Department of Energy on this issues,
because they are trying to set up now a system for
certification and verification within the 1605(b)
process.

MR WLSON: We have not comented on
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t hat specific aspect, although the Comm ssion has
been in communication with DOE just on the 1605(b)
program i n general

DR. LEV-ON: The Departnent of Energy
just surfaced new | anguage that they would want us
to start thinking about when they put in the
anmended procedures in place in June to have an
expanded | anguage around verification and
certification. So, | was wondering whether there
was any comuni cati on between Washi ngton and
California, but apparently not.

MR WLSON: Um hum no formal
conmuni cati on on that particul ar aspect.

DR. LEV-ON. Ckay, thank you.

MR WLSON: Conflict of interest,
article 5. The conflict of interest provisions
apply only to the certifiers, not to the technica
assi stants.

Section 2841, prior to the comencenent
of certification the certifier is to subnmt a
sel f-eval uati on of the potential for conflict of
interest including an identification of the
potential for conflict as high, |ow or nedium
This self-evaluation will include an organi zation

chart of the Registry participant and rel ated
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her the certifier

has previously provided certification services to

the Registry participant.

The sel f-eval uati on w

Il also include an

identification of whether the certifier or rel ated

entity has engaged in any noncer
for the Registry participant, or
during the previous three years.

then they will need to explaint

tification work
related entities
I f they have,

he nature of the

wor k perforned; the nature of the rel ationships

with the Registry participant; how nuch work was

perfornmed in the last three year
percent of certifier's revenue.
The sel f-eval uation w

if there has been previous work,

s in dollars or

Il al so include,

previ ous

noncertification work, then it will also include a

listing of any contracts with the Registry

partici pant; what related entiti

es will be

i nvol ved in any contracts; how nuch GHG rel at ed

wor k has been performed. Al so an indication if

the certifier's credibility can

be questioned on

this conflict of interest; the nonetary val ue of

proposed certification services;
any work perforned; and whet her

sensitive or highly visible.
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This --

DR LEV-ON: Can | --

MR WLSON: Yes.

DR. LEV-ON: Do you want to go all
through this, or do you want ne to ask you
qguestions in the m ddl e?

MR WLSON:. Junp in.

DR LEV-ON: | see here sone el enents
that are taken fromthe Sarbanes-Oxley Act.

MR WLSON: Yes.

DR LEV-ON: In terms of certifiers.
And the question is does Sarbanes-Oxley really
apply here to this kind of certification, or to
this kind of audits. This is not --

MR WLSON: It does not --

DR, LEV-ON. -- financially it's not
di scl osure at the SEC maybe when the SEC starts
requi ring di scl osure of greenhouse gas em ssion as
a risk factor or something, then that would be
different.

But kind of the general phil osophy of
this.

MR, WLSON: Yes. Sarbanes-Oxley does
not apply to this program |It's a voluntary

program However, the inpetus for Sarbanes-Oxl ey
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is the same in that in order to create a credible
process we want to insure that the certifiers have
no conflict of interest. And so there are
provisions in that Act that are relevant to our
process.

And as you pointed out, this is a new
process, and so we will have to nove forward
wi t hout necessarily having a nodel in place. But
t he Conm ssion believes that this is a worthwhile
step in establishing that we do have credibility,
that the certifier does have credibility.

DR. LEV-ON:  You know, it's a good goa
and it's |laudable, you know, to try to create a
credible process. But it is a voluntary process
and you want to encourage people to participate.
You don't want to discourage themjust at the
threshol d of just saying, | don't need that.

MR WLSON. Um hum

DR LEV-ON: And there are severa
el ements here that are far-reaching, especially
for multinational corporations that have nultiple
activities, not just in California and the U. S
but in many parts of the world.

And they're dealing with maybe | arge or

medi um engi neering firms, service providers in
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each one of their activities. And there seens to
nme al nbst inpossible to attest any of the
subsidiaries or affiliate or partners of one of
the certification team m ght not have had, you
know, in the past, present or future, a business
relationship with one of the subsidiaries of a
mul tinati onal corporation that is all over the
wor | d.

And whether if a conpany is providing
services in Wst Africa to an oil and gas
production platform and the subsidiary of that
conpany is certifying the Registry protocol or the
Regi stry subm ssions, you know, there mght or
m ght not be a conflict of interest in doing that.

So the question is how do you nake it a
little bit easier to ascertain that it's do-able.
Because sone of the words here would inmply that
you woul d never have any certainty that there's no
potential for somewhere around the world sonebody
doi ng work for you that might sonmehow be
affiliated with a certifier or a registrar or
what ever you call them

MR WLSON: Yes. You' ve identified the
difficulty in determining conflict of interest.

And you' ve also pointed out that it is very gray.
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We have divided this up into | ow, nedium and high
potential for the self-evaluation

We can fairly clearly identify what is
consi dered a high potential of conflict of
interest; and we have clearly identified what is
considered a | ow potential of conflict of
interest. However, that still |eaves a great dea
in that md-range which is medium potential of
conflict of interest. And that's why we've
i ncl uded case-by-case eval uations that the
Commi ssion will undertake.

Now, as far as the logistics of a
certifier determining their relationships, with a
participant or related entity, that is why the
Conmi ssion will look for the actual ability to do
that sort of determination. Does the certifier
have a database where they collect this sort of
information. Can they do a search on the
partici pant's name and subsidiary's name. And
this is why it requires an org chart of
subsi di ari es.

It's understood that it can be very very
conpl ex. What the Commi ssion will require of the
certifier is that they nmake their best effort. W

cannot require certainty in this, but that the
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certifier, to the best of their know edge, they've
undertaken a search to determine if there is any
prior relationships or any ongoing rel ationshi ps
with the participant. And that's what they would
have to attest to.

DR LEV-ON: Yeah. The section that is
the nost troubling as far as the ability -- and,
again, it's not up to the Registry participant,
like BP, it's up to their certifier

But if you | ook at 2841(4), that is very
wi de-reachi ng because it says, you know, to
identify whether the certifier or related entity
has engaged in any non-certification services of
any nature with the Registry participant either
within or outside California, which neans the
worl d, during the previous three years.

And then the (A) and (B) under that,
especially (B), the nature of past, present or
future relationships with the Registry
partici pant, including whether certifier perforned
or will performwork for the regi stered
partici pant, so you have to anticipate the future
or so, and then whether work is currently being
perfornmed by the Registry participant, and then

(3) how much work was perforned for the Registry
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participant in the last three years in dollars or
percentage of certifier's revenues or gross.

Those m ght be very very high barrier
for a certifier to be able to attest to, or any
certifiers, speaking as BP, any certifiers that BP
has used in the past. Because BP really pioneered
a lot of the effort of getting third-party, a team
of third-party experts to certify its emni ssion
i nventory worl dwi de.

So, of course they've had rel ationships
with many of the well known certifiers. Some of
the menbers of the team of the certification
team are purely auditing entities. Sonme other
menbers of the certification teans were on the
t eam because they were technical experts, which
the auditors did not have. You know, they had the
accounti ng background, but not the technical. And
t hose technical experts are part of organizations
that are providing other services to BP

So, | can see item (3) which says
identify whether the certifier has previously
provided certification services for the Registry
partici pant, and so the years that such was
provi ded, but item4, and especially the plethora

of elements within item4 is so far-reaching, that
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it mght preclude, in the case of BP, it m ght
preclude using as a certifier any teamthat BP
managenment would rely on or that would be willing
to use.

And might force BP to go and use a
certifier that is on the Registry list but that BP
doesn't want to have a working relationship with
because of whatever their reason is.

So, by requiring all of this on the
certifier, and putting such an enphasis on past,
present and future relationship for non-
certification work, that can becone a threshold
barrier for BP to consider whether it wants to
participate in this activity. Because it's not
going to put in its data, report its data if it
doesn't know that it can go on with the next step
and get it certified and get it published.

MR WLSON: The difficulty with this,

t hough, is that the section you point out really
is the heart of conflict of interest. If a
conpany has had prior relationships, especially
for what we're -- for consulting services,
although that is a termthat's often

m sunderstood. When a firmuses the term

consulting very often they have a particul ar
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nmeani ng associated with that.

But this really is the heart of the
conflict of interest. Wat we've seen at the
Conmission is that, indeed, conpanies will often
have rel ationships with firms that may want to act
as certifiers, and because this is a new field and
there are not a large nunber of firns that are
focusing on this, it may be that firmis working,
that is a firmthat mght be qualified as a
certifier, is working with a particular
participant in many parts of the world doing
pretty nmuch the sane thing they would do as a
certifier in California.

And that does have the potential of
creating a conflict of interest, because they
woul d essentially be certifying their own work in
t hat circunstance.

DR. LEV-ON: No, but you said if they
are hired by a nultinational conpany to certify
their worldw de inventory of greenhouse gas
em ssions. And that conpany has created its
i nventory of greenhouse gas emi ssions using its
own internal guidance based on Registry, based on
what ever gui dance that exists.

And then they have a team of certifiers
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that go around the world and take sanplings, or
you know, sanple different facilities, they're not
necessarily go and audit 100 percent of the
facilities. But why is this a conflict of
i nterest?

MR. WLSON: Because the situation
that's created there is that if a certifier that
has been state and Registry approved had
previously gone out and investigated and eval uat ed
a firms GHG inventory, but it was not against a
speci fic protocol --

DR. LEV-ON: It was against the interna
protocol that the conpany had.

MR WLSON: -- then that certifier is
not able to give what the Comm ssion woul d
consi der an objective opinion. Because it's not
based agai nst a recogni zed protocol

And so if that same firmwere to act as
a Registry certifier, they would be eval uating
their owmn work in that their previ ous work woul d
really fit the description of technica
assistance. And the heart of the conflict of
interest is that we can't have a firmthat acts as
both a certifier and a technical assistant.

DR LEV-ON: There are sone cl ear-cut
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exanples like I'lIl take nyself as the first --
personal exanples. | would not be qualified to be
a certifier for any of the BP work. Not even be
on a teamwith the certifier, nothing, because |I'm
too close, especially to the facilities here in
California and what is being done.

But a conpany that, or a team of
conpani es that have together been hired by the
corporation to certify and inventory that was
devel oped under the conpany gui dance, so they were
certifying to the eternal conpany gui dance, and
t hey m ght have had findings that were provided to
t he conpany, provided to the business unit.

Busi nesses mni ght have had to go back and re-do

i nventories, conpany guidance m ght have evol ved
since then. And now three years |ater they would
cone and certify the facilities in the State of
California that are submtting their data to the
Regi stry against this new Registry protocol and
using the certification protocol that the CEC has
devel oped. Wiy is this a conflict of interest?
Wiy woul d that be a conflict of interest?

MR WLSON: | would like to say that
don't want to suggest that we can say upfront

whet her that would or would not be a conflict of
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interest. That would fall in the category of
medi um potential for conflict of interest. And
we woul d have to go through a case-by-case
eval uation in that situation

A certifier is not necessarily precluded
fromcertifying a conpany that they had previously
eval uated a GHG i nventory agai nst a standard. For
exanpl e, perhaps the 1605(b) program O perhaps
climate | eaders, or perhaps sone other program
t hat has established protocols.

So they aren't automatically precluded
fromdoing that, but they would be -- in the self-
eval uation they would indicate that they have a
medi um potential for conflict of interest. And
then they woul d provide enough information so that
t he Conmi ssion could do a case-by-case eval uation

Robyn, do you have a conment?

M. CAMP:  Yeah. |'m also wondering,
because in your initial application certifiers
have to provi de docunentation that they have
nmechani sns in place to avoid conflict of interest.

MR WLSON:  Um hum

M5. CAMP: How does that factor into
your review of the case-by-case eval uati on?

MR WLSON: It basically -- it fornms a
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basis for the Comm ssion's eval uation. Wen we go
forward we have certain basic information on the
certifier. That is we know the nature of the
services provided by the certifier. W know how a
certifier is related to the parent conpany or any
subsi di ari es.

So we use that as a basis for going
forward. And then in the case-by-case eval uation
we | ook at the specific relationship between the
certifier and the registered participant and make
a determ nation on the specifics.

MR du VAIR This is Pierre du Vair at
the California Energy Conmission. | would just
add to what you have said in terms of if an
applicant has a clearly defined conflict of
interest programin place where it has a mechani sm
to identify potentials for conflict of interest, |
t hi nk what Jeff's saying is that in these nedium
cases we're able to have sonething that the Energy
Conmi ssion can hang its hat on and say, we've
identified there's prior relationships here;
there's been financial relationships between the
certifier and the Registry participant, but that's
the kind of criterion we can use to say we believe

that this nmediumconflict of interest is
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mtigatable, or is sufficiently mtigated that the
Conmi ssion coul d approve that relationship for the
California Climte Action Registry.

So that would be a critical kind of
pi ece that a certifier can show that they' ve got
nmechani sns to keep their individual certifiers
essentially free from bi ases due to prior
rel ati onshi ps.

MR WLSON:. Mriam do you have
guesti ons?

DR. LEV-ON: | have a specific question
insmall item(b) to (l), providing |egal or
expert services unrelated to Registry
certification. Could you tell nme what this
relates to?

MR, WLSON:. There are principles
underlying the conflict of interest; and one of
the principles, as |'ve nentioned before, is if
the certifier is evaluating their own work.

Anot her principle is if the certifier is
acting as an advocate for a participant. And
that's where this cones from

So, providing |l egal or expert w tness
services -- and do you have the npbst recent copy?

We have a strikeout/underline that we provided at
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t he door --

DR. LEV-ON: | don't think | picked it
up.

MR WLSON. Ckay. There's a slight
change in | anguage there. W did have, providing
| egal or expert services unrelated to Registry
certification. W' ve changed that to providing
| egal or expert w tness services of any kind.

(Pause.)

MR WLSON: And the other principle
that underlies conflict of interest is that a
certifier should not perform managenent functions
for the participant. And that's where the |ine
managi ng any heal th, environnental or safety
functions. So if the certifier is nanagi ng sone
of the participant's activities, that would
constitute a conflict of interest.

DR. LEV-ON: So, if a -- |I'mlooking
here at hypotheticals and trying to see how far is
this reaching. |If a certifier is part of a larger
entity, is affiliated with a larger entity, and
that entity is providing HS and E services to
let's say BP in Pakistan, that constitutes a
conflict of interest fromtheir affiliate being

able to provide certification services for the
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Registry in California?

MR WLSON:. It depends on the nature of
he work, and all of the factors that are outlined
here. So, again, we would have to do a case-by-
case determ nation. And under section (B), that
is part (B) of this section, if any of these itemns
apply in the section then the certifier would
indicate that in their self-evaluation that they
have a high potential for conflict of interest.
And then the Conmi ssion would either concur or --
and if we concur with that, then the Conm ssion
woul d determine that there is unacceptable risk of
conflict of interest.

However, we woul d al ways be, in essence,
doi ng a case-by-case evaluation. And so wi thout
knowi ng the specifics of the services provided in
Paki stan or whatever, | wouldn't be able to say
whether it is or is not.

DR. LEV-ON: This is just an exanple |I'm
trying to show ki nd of the di stance, because it
could be a subsidiary of the main holding conpany
that is in that -- providing sone services in that
region. And it is totally renpte, even within the
context of the certifier that is affiliated with

this company fromany work that has been done in
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the U S. or specifically in California fromany --

MR WLSON: Yes, --

DR LEV-ON: So that's -- | understand,
I think I understand the principle, |'mjust
trying to | ook practically how you would apply
this in practice for a very large conpany. And
whose responsibility -- it's going to be the
responsibility of the certifier to --

MR WLSON: Yes, the certifier, umhum

DR LEV-ON: -- attest to all of this?
There is a chance that a lot of the certifiers
will just not want to go through all this effort.

MR, WLSON: Yes. | understand your
concern, and this would be the certifier's
responsibility. The exanple you've given has been
brought up in the past, and on the surface it my
appear as though geographical distance would be a
mtigating factor. And, of course, it would be a
factor in determ ning the case-by-case eval uation

However, because this is a very snmall
field, it may be that a firmhas a small nunber of
staff that actually evaluate a GHG i nventory and
the sane staff person, for exanple, if the nature
of the work in Pakistan were evaluating a GHG

i nventory, it could be that the sane person
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eval uating the inventory in Pakistan is the sane
person that's evaluating the inventory in
California.

DR LEV-ON:  Um hum

MR, WLSON: And, again, wthout know ng
the specifics we wouldn't be able to say one way
or another. But there is a potential that there
could be bias if someone has been eval uating a
wor | dwi de inventory and then turns around and
eval uates the California inventory.

DR. LEV-ON: | understand your
rationale. I'mjust trying to think on how this
woul d work out in practice. One of the notivators
for a conmpany such as BP that is investing a | ot
of nmoney on a global basis in its greenhouse gas
program one of the notivators to participate in
the California Registry on a voluntary basis is
because there was a potential that it's not going
to add a | ot of burden, was in the context of the
overall programthat they're already managi ng, you
know, generating their em ssion inventories and
also the third-party auditing and revi ewi ng of al
t heir em ssions.

So, if that requirenent beconmes so

stringent, so convoluted and so overreachi ng that
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m ght cause sone fears in not California entities,
but in a global managenent. And whether they need
even to concern thenmselves with such a California
program \Wether that's a good choice to continue
to volunteer to be in the California program

' mnot saying anything that BP was
t hi nki ng about, but that definitely is a
consi deration. Because part of the consideration
to participate was if it fits within their overal
program and they did not need to create a whole
new program and a whol e new adm nistration in
order to be able to voluntarily participate in the
California Registry; was a way of putting just the
em ssions fromtheir California facilities as an
exanpl e of, you know, the part of their overal
activismin this area.

MR WLSON. On a practical level, do
you anticipate that a certifier would have to do
nore than a database search? O how do you see it
pl ayi ng out on the practical |evel?

DR. LEV-ON:  Well, normally the way they
do the certification, the BP-wide certification
is they let out a global contract. It started out
with four conpanies teaming up; | think nowit's

pared down to about maybe two. Because a |ot of
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the technical expertise that they were originally
| ooking for to actually help was evaluating the
adequacy of the protocol, is no |onger needed
because the protocols have evolved. They're nore
establ i shed protocols through WRI WBC' s -- there's
petrol eumindustry guidelines and so there's no
need for that.

So they're | ooking nore at the strict
audi ti ng aspects, you know, third-party auditing
aspects. And making sure that the clains that
they're making in their gl obal reports on
greenhouse gases can be verified. You know, that
is -- station that goes with it.

So, typically the certificationis on a
gl obal basis through the database, and then site
visits to a selected number of sites throughout
the world in the different business sectors that
t he conpany's involved different size of
facilities and conplexity. Maybe revisiting sites
that had problemw th the eval uati on where
previ ous years have shown that they had
i naccuracies in their evaluations. That kind of
t hi ng.

And the idea, | still think that the

idea is to kind of use this overall auditing
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approach and just include California facilities,
or sonehow make them over-sanple California in
order to neet the requirenents for the Registry.

But, ideally it was not to let out a
whol e new separate contract and get into a totally
new rel ationship with sonmebody that they have not
used in certification before.

MR, WLSON: So, are you saying that you
don't believe there would be any difficulty for a
certifier identifying if they' ve had a
relationship with BP, for exanple, a participant?

So that wouldn't be the source of difficulty?

DR. LEV-ON:  Yeah, the way -- it's
possi ble that the certifier will be able to just
say, you know, |'ve done certification work for BP

for the past five years, but | have not done
ot her, you know, technical assistance provision
But | don't know that, and | don't want to sit
here and say that this is a done deal. And
what ever certifier they choose, because it's not
necessarily that the sane certifier that was used
to do the last round of audits is the one that is
going to do this round of verifications.

They mght |let out a conpetitive

contract for verification. So this night be
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sonebody el se.

MR WLSON:. Okay, yeah, I'mtrying --

DR LEV-ON: So I'm-- | don't know the
specifics, and | don't think that the specifics
are the thing that is -- it's nore the principle
of the things of how nuch of a burden is it going
to be to find a certifier that cannot be
chal | enged because of different relationship or
the different relationship that their affiliates
m ght have with BP in other parts of the world.

And al so, to find a nmethod of doing it
efficiently so that it can be done within the
scope of the overall auditing of the BP worl dw de
i nventory, rather than have to put out the
resources to kind of for a new startup for just
doing the California program

MR WLSON. Pierre, do you have a
conment ?

MR du VAIR If | can just respond to
Mriama little bit. This is Pierre du Vair with
the California Energy Comni ssion

| guess it's a little bit disconcerting
fromthe state's perspective to hear that some of
these larger participants mght not be willing to

enter into some new rel ationships for purposes of
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their California voluntary greenhouse gas Registry
em ssions certification

The enabling legislation really put
quite a bit of enphasis on the certification
process, and a lot of responsibilities on the
Energy Comm ssion and the state, broadly the
state, to really insure that the certification
process works well.

So | think it's our hope that these
early actors that do join the California Registry
really are open to sonme new rel ationships wth
certifiers.

We're very concerned about conflict of
interest and we think that, you know, even just
for public perception-wi se, that we will be doing
a case-by-case when there are prior rel ationships.
But, again, because this is a new field, because
of alot of the difficulties that have happened,
you know, with the Enrons and the Wrl dcons and
the Arthur Andersen type issues, we do hope that
participants will consider for their California
em ssi ons inventories, anyway, entering sone new
rel ati onships with sone of the certifiers.

And we hope that our pool of -- we have

about nine, but whatever we have when we offer it
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again, is going to be big enough of a pool that
the | arge conpani es that have utilized a | ot of
certifiers already are able to find soneone that
they can start a new relationship with.

MR WLSON: And, Mriam | want to
better understand what you woul d consider the
nature of the burden that m ght be placed on
either the certifier or the participant under the
requi renents that we have here.

DR. LEV-ON: | think, and again it's
true that this is a burden that is placed mainly
on the certifier and not on the conpany, on the
partici pant, but the conpany's concern is that
once the certifiers go through this analysis vis-
a-vis their past, present or future rel ationships
with BP, like it's stated here in item4(B), that
they either -- that the conmpany, the certifier
will either do not want to -- will not be able to
really enunerate all of this and satisfy you that
there's no conflict of interest.

O, that especially as it relates to
future relationships, they mght say if ny parent
conpany, which is a very large service provider in
techni cal assistance, woul d jeopardi ze potentia

contract because I'ma certifier, then maybe |
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just don't want to be a certifier for BP in
California.

MR, WLSON: Ckay, there were two points
there. On the first point, during the
qualification process we do require that the
certifiers denonstrate that they have nechani sns
in place where they can do a case-by-case
eval uati on.

DR LEV-ON: Right.

MR WLSON: So they should have
dat abases that list --

DR LEV-ON. Yeah, and --

MR WLSON: -- clients and --

DR. LEV-ON: -- BP's a |arge enough
client that nost |arge conpani es have sonebody, a
principal in charge that manages and account |ike
BP --

MR WLSON: Yes.

DR. LEV-ON: -- so they should know what
t hey are doing.

MR WLSON. Yes. And this actually
applies to the certifier.

DR LEV-ON.  Yes.

MR WLSON:. So the certifier, during

the qualification process, has already made a
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denonstration that they have databases that they
can sinply do a search; that they have soneone in
pl ace -- you know, that may be used as an exanple.
They coul d have ot her nechani sns, but they have to
denonstrate that they have the ability to do a
case-by-case evaluation to determne their prior
rel ati onshi ps.

And on that basis it would not appear
that it would be an undue burden on the certifier
to go through that search, because that's what
t hey have to denopnstrate.

On the other point, and your second
poi nt was that he --

DR LEV-ON: Certifier, themselves,
especially since the wording here says the nature
of past, present or future --

MR WLSON:  Um hum

DR. LEV-ON:  -- relationships with the
Regi stry participant. And the certifier
t hensel ves, mi ght choose not to jeopardize
potential future relationships for their nuch
| arger engineering contract, and decide to decline
in providing the certification services.

MR WLSON. And, yes, that's a

possibility. And that may actually be at the
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heart of a conflict of interest. |If a conpany has
an engi neering contract, a |large engineering
contract that they don't want to jeopardize, then
that could well bias their certification

And so the exanple that you provide
actually would indicate that there is a potentia
for conflict of interest.

DR. LEV-ON: | understand your
perspective. Don't, you know, don't take ne
wongly. I'mjust trying to represent sonme of the
probl ens or the issues that are kind of -- and
they have not jelled yet within BP; this is why
|'ve not provided any witten conments at this
wor kshop. And need to talk to the principals in
Chi cago and see what they want to do as far as
providing witten coments on the issue.

But the original concept, and maybe it
was naive on the part of BP, but the origina
concept when entering into the California Cimte
Regi stry was an understanding that there woul d be
alist of certifiers. That, you know, the state
woul d go through this list. And we have the |ist.
It's on the Registry website.

If one of the certifiers that either BP

has used in the past, or they want to enter into a
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relationship right now, that's the certifier
that's it. Well, they get hired and they get the
job of doing the California inventory.

But not if they have to go through al
t hese hoops and say, are you this or that, are you
affiliated with this, are you potentially could
have a -- had a conflict of interest or could have
conflict of interest.

It just creates a threshold issue and a
nui sance factor. Maybe it's only a nui sance,
maybe just sonething that will stretch for another
two or three nmonths, or, you know, extend the
period until you actually can start sonething.

But, you know, that's the nature of
bureaucracy. Wat can you do.

MR WLSON:. Yes, but you recognize the
val ue of the process of going through a conflict
of interest?

DR. LEV-ON:  You know, | recognize the
val ue of, you know, some of the things for the
conflict of interest. And | recognize the val ue
of having sone armis length relationship if the
certifier is affiliated with a | arger conpany, for
themto denonstrate that their certification

verification service, whatever, is at arms |length
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fromthe rest of their conpany.

But sone of the requirenents here go
above and beyond what | thought that woul d be
required to certify.

MR. WLSON: Robyn, did you have a
coment ?

Ms. CAMP:  Yeah, and --

DR LEV-ON:  And we've had some
di scussion with the Registry, | don't know in that
detail, but | think we raised some issues al ong
these |ines.

Ms. CAMP:  And we're al so concerned,
too. W don't want it to get to a situation --
the Registry is in a position of bal ancing wanting
to maintain rigor and credibility and a high | eve
of distance, you know, the data is very credible.
But also wanting to make sure that it's a program
t hat somebody doing a cost/benefit analysis sees
that the benefits far out-weigh the costs.

And what the Registry is hearing from
certifiers is that the costs to apply are
significant; the costs to negotiate a contract are
significant. But, you know, these are costs of
doi ng busi ness. They accept that and they

recogni ze that.
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But as we add on additional costs, the
costs of conplying with the case-by-case
eval uation, the costs and so on, pretty soon from
a certifier's perspective the costs of
participating outwei gh the potential benefits to
their business.

And so we don't want to get to a
situation where, you know, big companies that are
very internationally respected find that it
doesn't behoove them that it's not profitable, or
rather it's not a good business opportunity to
participate in the program

W feel that that would al so undernmni ne
the credibility of the certifications.

MR WLSON: Thank you. I'd like to
nove on unless there are further comrents on this.

(Pause.)

MR WLSON: Correct ne if |I'mwong,
but | believe | was at 2841, the potential for
conflict of interest shall be deened high where
certifier or any related entity has provided to
the Registry participant within the |last three
years any of the follow ng; and that is designing,
energy efficiency, renewabl e or other projects

which explicitly identify GHG reductions as a
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benefit; preparing or producing GHG rel ated
manual s, handbooks or procedures specifically for
the Registry participant; appraisal services of
carbon or GHG liabilities/assets; designing,
devel opi ng or maintaining a GIG i nventory of GHG
i nfornmati on system devel opi ng GHG em ssi on
factors or GHG rel ated engi neering anal ysi s.

The conflict of interest would al so be
deened high if the certifier or participant share
any current or previous managenent within the | ast
three years. The potential for conflict of
i nterest shall be deened high where a certifier or
any related entity has provided to the Registry
participant within the |ast three years brokering
in, advising on or assisting in any way in carbon
or CGHG narkets; managi ng any health environnent or
safety functions; or providing | egal or expert
servi ces of any kind.

And | just wanted to point out that we
have a slight |anguage change on that.
nentioned it earlier. It did say providing | ega
or expert services unrelated to Registry
certification. Wat we would like to propose is
that it state providing | egal or expert w tness

services of any kind.
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The certifier in their self-evaluation
woul d al so indicate that they have a high
potential if the certifier has provided
certification services for six previous years or
had a | apse wi thout abstaining for three
consecutive years.

On the other hand the potential for
conflict of interest in the certifier's self-
eval uation shall be deened | ow where the Registry
participants GHG i nventory is |less than 500 tons
of CO2 equival ent, and the certifier has not
perfornmed certification for the participant in the
previ ous year.

| do want to point out that there is a
| anguage change here, as well. That was an
oversight on nmy part. | apologize. Oiginally
t he | anguage indicated that potential conflict of
i nterest shall be deened | ow where no potentia
for conflict of interest is found under subsection
(B); that was the section that | just cited where
the potential would be deermed high. And the
Regi stry participant's annual entity-w de
em ssions inventory is less than 500 tons CO2
equi val ent, and the certifier has not perforned

certification services in the previous year for
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the Registry participant.

That requirement of 500 tons shoul d
stand on its own. That is a certifier would not
have to go through determ ning whether it's a high
conflict. They could just, if they determ ne that
the participant is |less than 500 tons, it
automatically, their self-evaluation would
indicate that it's a low conflict of interest.

DR LEV-ON: So it's both 500 tons and
the certifier has not performed certification
services in the past year?

MR WLSON: Correct. And this would be
consistent with the Registry's batch certification
process.

The other situation where a certifier
woul d sel f-evaluate that the potential for
conflict is lowis if there is no high potentia
for conflict of interest was found in the previous
section, and the services provided by the
certifier to the participant are valued at |ess
than 20 percent of the certification fee or
outside of the United States, and | ess than 50
percent of the certification fee.

Section 2841, the potential for conflict

shal | be deenmed nmedi um where the potential is not
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deened either high or low If the certifier

identifies a nmedium potential for

conflict of

interest, the certifier may subnmit a plan to

avoid, neutralize or mtigate the potential for

conflict of interest.

And here again | believe there's a

| anguage change in the proposed r

sent out. | believe it said that

egs that were

in the case of a

medi um potential the certifier shall submt. W

simply changed that to may submit

The Conmi ssion shall consider the plan

when determ ning whether the potential is

accept abl e or unaccept abl e.
Section 2842, if a cert
unaccept abl e potential for confl

with a Registry participant, the

ifier has an

ct of interest

Commi ssi on shal

recommend to the Registry that the Registry not

accept the certifier's certificat

i on.

If the Conm ssion concurs with the

certifier that the potential for

conflict is high

then the Comm ssion will deternmine that potentia

for conflict is unacceptable.

If the Conm ssion concurs with the

certifier that the potential for

conflict is |ow

then the Conmi ssion will determ ne that the
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potential for conflict is acceptable.

I f the Conm ssion concurs with the
certifier that the potential for conflict is
medi um or the Conm ssion does not concur with the
certifier's evaluation then the Comm ssion will
consi der a nunber of factors including the nature
of the work, the relationships, the cost of
certification and mtigation plan, if any, to
determne if the potential for conflict is
accept abl e or unaccept abl e.

And the Commi ssion may request
additional information to conplete a
det er mi nati on.

Section 2843, the Conmission will notify
the certifier in witing when conflict of interest
infornation is deened conplete. And the
Commission will issue a determination within ten
wor ki ng days of deeming the conflict of interest
i nfornati on conpl ete.

Section 2844. No earlier than the date
on whi ch the Conm ssion makes a conflict of
interest determination that the potential for
conflict is acceptable, the certifier shall submt
a notice of certification services.

The notice of certification services
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shal |l contain general infornation on the certifier
and Registry participant; whether the reporting is
for California or nationw de; whether the
participant is reporting for a baseline year; the
nunber of facilities to be visited for
certification; the dates of visits and conpl etion
of certification; a brief description of
certification services to be perforned; a list of
infornation the participant will provide to the
certifier; staff who will undertake certification
and their roles and responsibilities.

The notification of certification
services shall also contain a conflict of interest
formand a formsigned by the Registry participant
acknow edgi ng the right of the Conmi ssion to
conduct visits.

The certifier nmay begin certification
ten worki ng days after the notice is received by
the Conmi ssion or earlier if so stated by the
Conmi ssi on.

Section 2845. After the conmencenent of
certification the certifier shall nonitor and
i medi ately make full disclosure in witing to the
Conmi ssion regarding any potential for conflict.

The certifier shall nonitor potentia
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conflict for one year after certification. The
certifier will notify the Conm ssion within 30
days of entering into any contract with the
partici pant.

And the Comi ssion may recomrend to the
Registry that the results of a certification in
which a conflict has arisen to be invalidated.

DR. LEV-ON: And that, if | may say, you
know, | think | understand why you have it there,
but that's the kind of uncertainty that m ght
cause grief to a company, especially if you
already hired a certifier; you went through al
t he process; they got started; and then sone
subsidiary or sone affiliate or sonething got the
contract with your company on a totally unrel ated
wor k which might create the appearance of a
conflict of interest.

And then all the effort that was done
gets invalidated, which means that the report
cannot be placed publicly on the Registry site.

It will have to start the certification process
all over again.

MR WLSON: | don't believe that
situation would occur as you've explained it,

because in the hypothetical situation you
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described it was unrelated work. If it is truly
unrel ated work and not a conflict of interest,

t hen the Conmi ssion would not recommend that the
certification be invalidated.

Those are the situations that this
process is trying to provide room |It's
situations where a certifier goes through a
certification process and then does follow up with
work, contract work that is, in fact, related
And woul d indicate high potential for conflict of
interest. Wich, in other prograns, has been
sonetines the case that there is a relationship
bet ween current work and future work.

DR. LEV-ON: Yeah, |'m not saying that
it's not possible. O course, it's -- and sone
conpani es, sone snall certifiers or evaluators
sonetines might even choose to take a snal
contract just to do an auditing just as a way of
getting to know the conpany and maybe providi ng
nore services.

So, is there a problemwth this if they
finish their certification, provided the
certification report, and then let's say two
nonths down the line they get called back to help

the conpany with fix some of the problens that
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were found in the em ssion report, or do sone
ot her worKk.

Is there any problemw th the past
report? | can see a problemwth future
certification, but is there any problemw th the
certification that they've just conpleted?

MR WLSON. There is the potential if
there's some sort of quid pro quo where a
partici pant would bias the certifier's opinion on
a Registry certification, and give consideration
for future contract work. So there is that
potential. And it's that duration that, | nean if
they are hired i mediately after there is at |east
t he perception of the potential for conflict of
interest, if not actual conflict of interest.

We do have just a one-year period, cal
it a cooling off period, if you like. After one
year this would not apply.

DR. LEV-ON. Just it's kind of ammzing
that we're going through all this procedures and
all this process for a voluntary program This
does not, you know, if it was an eni ssion trading
program if it was an accrediting program where
you have a narket and you get nonetized em ssions

or em ssion reductions.
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But to put in place all this
adm nistrative framework for a voluntary program |
daresay that they m ght choose just to wait and
see what happens in other parts of the country.

MR WLSON: Well, there are two parts
of Senate Bill 527 that make this a greater
concern; that is that we go through a thorough
conflict of interest. And the first part is that
SB-527 states that the State of California wll
provide its best efforts to provide reasonabl e
consi deration under future regul atory scenari os
for any data submitted to the Registry that's
certified.

So, there appears to be sone obligation
on the state to provide reasonabl e consi deration
for this data. So that's one concern

And then in Senate Bill 527 it also says
that in the qualification process for the
certifier that they need to be able to be held
finally at risk for their certification opinion.
And so this also provides protection for the
certifier and for the state and for the Registry,
and actually for Registry participants by avoidi ng
situations where a conflict mght occur that would

di scredit the Registry and the results that are
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contained in the Registry. This process provides
that protection.

And so, as Robyn has said, you know,
there is a balancing act that we need to consider
here. But it's inmportant to have credi bl e data.
And sinply reading the headlines for the |last few
years it's clear that there are issues surrounding
conflict of interest and credibility. So, --

DR. LEV-ON.  Yeah, but | definitely
understand that. This is why | prefaced what |
said, that if it was an em ssion trading program
or a conmodity exchange or where nobney changes
hands, | can see some of these things.

But for a totally voluntary programthis
doesn't snell like a voluntary program And it
m ght be the best process in the world, but if
nobody participates then it's all for naught.

MR WLSON: Do you have an
i nterpretati on of what SB-527 nmeans when they say
that the certifier will be held financially at
risk for their certification opinion?

DR. LEV-ON. No. | don't have any
interpretation --

MR WLSON:. O do you have any

interpretation of what it neans for the state to
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use its best efforts to provide reasonable
consi deration under future regulatory scenari os?

DR. LEV-ON:  Yeah, like a, what you cal
it, credit for early action would be the
term nol ogy that's been used in the federa
government. That if -- since the obligations are
that the U.N. Franework Convention are finally
changed, go back to 1990 baseline, or stabilizing
t he atnospheric concentrations of CO2 or the
em ssions of CO2 back to 1990, that's if conpanies
are taking action earlier than any future
regul atory -- because there's no regulatory thing
in place on the federal level. And then the
state, which would be able to point out, you know,
t hese conpanies -- if, for exanple, every
conpany's required to reduce their em ssions by 10
percent; and California conpanies that participate
in the Registry have already shown that they've
reduced em ssions by 10 percent, then they should
be given credit for that. That's ny
i nterpretation.

MR WLSON. So a conpany could derive
financial benefit fromthe data that's stored at
the Registry?

DR LEV-ON: Yeah, |'msure it could if
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the systemevolves to that. But right nowit
doesn't. And that's the same conflict that's
happeni ng now al so with the federal governnent in
their revanp of 1605(b) of how do they bal ance
bet ween a voluntary program and a credi bl e
program

They even had a phrase for that, you
know, credible versus creditable.
VR WLSON:  Yes.

DR. LEV-ON: And | don't have a magic

bullet for this. | nmeanit's -- there's no nagic
bullet, there's no sinple of doing it. It's just
a question of, as Robyn said very well, it's a

bal anci ng act.

And maybe | shoul d ask Robyn, Robyn how
many, you know, you have now 40 nenbers. Has
anybody reported?

M5. CAMP: W have one certified nmenber
and we have 12, 13 nenbers that are in the
process, who have hired certifiers and are in the
stages of certification.

DR. LEV-ON: And they all followed this
new procedures, or they're all go by the old
procedur es?

M. CAMP: The ol d procedures. And
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actually | should clarify that nost of these are
very small nenbers. So, they're not dealing with
t he conpl ex rel ati onshi ps because they're just not
conpl ex organi zati ons.

So, | mean this is a dialogue that we
need to have and resolve this, because we do have
the full spectrumand variety of nenbers, snall
medium and large. And this is especially of issue
for | arge nenbers.

DR LEV-ON:  Yeah.

Ms. CAMP:  Yeah.

MR WLSON:. Well, we're at the end of
the presentation, and we zi pped through w thout
taking a break. |If there are any further comments
or questions, |'meager for you and others to
submit witten conments, if you have any.

DR. LEV-ON: Do you have a -- what's the
process going forward? Do you have some dates or
deadl i nes?

M5. DeCARLO  Yes, June 2nd is when the
Conmi ssion will be voting on approving the
regul ati ons and adopting them So, coments can
be submitted up until June 2nd, but really if you
want to really allow us enough tinme to read

t hrough them and i ncorporate theminto any
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revisions that we submt to the Conmm ssion, it
woul d be useful to have themprior to that, prior
to June 2nd.

DR. LEV-ON.  Today is May 10th.

MS. DeCARLO.  Yes.

DR LEV-ON: June 2nd is |like three
weeks from now. Looking at the big attendance at
this workshop |I'mnot sure even how many entities
are aware of the potential. So how can you expect
t he Conmi ssion to know edgeably approve this
regul ati on without having the dial ogue that Robyn
has just said, you know, even anbng the 40
conpani es that are now part of the Registry?

MR WLSON. |If necessary, we can extend
the period. W are scheduled, or we anticipate
scheduling neeting with the Board -- pardon ne,
the Conmi ssion on June 2nd. At that time we could
reconmend, if we do receive comment, to extend the
public coment period.

DR. LEV-ON: The Registry is a
st akehol der in this discussion, so the Registry,
itself, will probably want to provide --

M. CAMP:  Yes, we will absolutely be
providing witten comments.

DR. LEV-ON:  So would you consult with
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your --

M5. CAMP: W will consult with our
nmenbers.

DR, LEV-ON.  -- with your nenbers? 1'm
just concerned that there's really not enough tinme
to do this in proper fashion. And | don't know if
there's a Registry Board neeting com ng up

M5. CAMP:  Not in that w ndow, no.

DR. LEV-ON: Were this can be brought
up to the Registry Board.

MS. CAMP. Right. Yeah, --

DR. LEV-ON: When is the next Registry
Board neeting?

Ms. CAMP: The end of June.

MR WLSON: June 24th.

MS. CAMP. June 24th, right.

VR WLSON:  Yes.

Ms. CAMP:  June 20th -- 24th? Ckay.

So, yes, actually maybe we'll -- as you know, |I'm
goi ng back today and will discuss this internally.
Maybe we will nmake a written coment proposing a
delay. But we'll work that out shortly.

DR LEV-ON:  Um hum
MR WLSON. Yes. The Conm ssion will

be responsive to public conments concerni ng proper
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notification or a w der audi ence, or subsequent
neetings to discuss this.

DR. LEV-ON: No, | think you laid out
very clearly; it's just that |I'm concerned that
not a |l ot of people maybe have been paying
attention, or they don't think that it's going to
i npact themthat much.

Ms. CAMP: Right. | think part of the
i ssue today specifically was there wasn't much
advance notice of this workshop --

DR LEV-ON: There was sone earlier
notice, | don't know, a while back, kind of an
i nformal notice saying --

Ms. CAMP: But | think the date even
changed fromthat --

MR WLSON:. Well, there have actually
been several notices that have gone out. There
was the original notice, but for the Comni ssion
neeting that was noticed by Ofice of
Admi ni strative Law

M5. DeCARLC That was the formal notice
of proposed action that --

DR. LEV-ON:  For the June 2nd, yeah.

MR WLSON: Um hum

MS. DeCARLO. -- that started the
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regul atory process.
DR LEV-ON: Right.
MR WLSON: Right. And then the
Commi ssi on has sent out notice; and then the
Regi stry sent out notice to their list server, as
wel | .

DR. LEV-ON. | don't renenmber seeing
anything fromthe Registry list server on that --
Ms. CAMP:  |'Il| double check

DR. LEV-ON: | got this fromthe --

Ms. CAMP. My understanding -- well, as
it -- anyway, |I'Il tell you nore about that --

DR. LEV-ON: Well, | got this fromthe
CEC list server froml ooking at the CEC board.
And | think you're right, that the initial notice,
there was an earlier notice that cane that was
ki nd of very unusual, especially in these days of
Vi ruses, because it just says a one-line notice
sayi ng agenda for the staff workshop attached.
VWich is alnpbst -- was al nost |ike the nessages
that you get with the viruses.

And then there was the CEC notice about
the June 2nd. And if you look into that, then you
see that there's also a staff workshop

Anyway .

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

93

MR WLSON. Yes. Al right, well
t hank you. This concludes the neeting. And we
will consider witten conments, and if necessary,
we will extend the public coment period.

Thank you.

Of the record.

(Whereupon, at 11:49 a.m, the workshop

was adj our ned.)

--000- -
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